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EDITORIAL
The Institute of Chartered Accountants
in England and Wales has recently made
rather important changes in the syllabus
for its intermediate and final examinations. It is inevitable that
changes must be made from time to time to meet the changes in
business, finance and general conditions. Whenever there are
alterations of a substantial nature they seem to be the signal for
suggestions of yet other changes, and one of these which recently
appeared in The Accountant, London, is worthy of careful con
sideration by everyone who has to do with the examination of
candidates for admission to the profession of accountancy. The
Accountant says:

The Merits of Oral
Examinations

“We also wish again to express our hope that it may be ultimately found
possible to include in the final examination some kind of oral test. There are,
no doubt, practical difficulties associated with this suggestion, but the subject
is of so great importance that we think that only an overwhelming negative
argument ought to be allowed to deprive the profession of the undoubted bene
fit which would flow from a viva-voce examination. The universities have
found it possible to submit final-degree candidates to this test, and all practical
teachers acknowledge its value. Accountancy, almost above all the profes
sions, demands the application of the personal factor in its daily practice, and it
is obvious that mere acquaintance with text-books does not of itself give a man
that command of himself and of his own powers which is so necessary a factor
in the success of after life. We are of opinion that no examination conducted
entirely in writing can give the possessor of these qualities the opportunity of
examination success which is his due; we go further and say that there is some
danger that good written work may be produced by candidates who would fare
ill at an interview with an experienced committee. One of the necessary in
gredients in the make-up of the modern accountant is a certain “open-eyed”
quality, which enables him to turn to good account in one situation the experi-
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ence he has gained in another. Every articled clerk should be encouraged to
the utmost extent to cultivate this quality, but we are unable to say that the
present type of examination gives him much encouragement; an oral examina
tion would be, for the examiners, an admirable opportunity to ascertain whether
a candidate was possessed both of the width and depth of practical experience
and observation such as really to qualify him for the professional distinction
which membership of the Institute implies.”

The American Institute of Accountants
agrees with this theory to some extent,
and in time to come it seems probable
that an increasing amount of attention will be directed to the
oral examination. In the American consular service the ex
amination is divided into two parts, and the man who passes
a perfect examination in the written tests may fail entirely in
the oral. It is impossible to form anything like a fair con
ception of a man’s general ability by the answers which he may
make to a set of questions in writing. Let the same man be
twenty minutes or half an hour before a competent board of ex
aminers, discussing matters perhaps not directly concerned with
his profession, and the examiners can form a good estimate of
what that man is capable of doing and how he will impress those
with whom he will come in contact. A consul, of course, must be a
man who has not only savoir faire but also savoir vivre. He must
know not only what to do but how to behave—and that can be
demonstrated only in oral examination. It has been said a good
many times that while the oral test is desirable and indicative of
true ability, the difficulties in a country like America would be
almost insurmountable. We do not agree with this contention.
The candidates who come up for written examination are before a
board of examiners, and there is no reason at all why there should
not be, if necessary, another day or two devoted to an oral ex
amination of each one of them. Even in New York, where eight
or nine hundred candidates are examined, it would be possible to
give each one a period of oral examination. By this means some
who would not reflect credit upon their profession could be re
jected. Any one with a fair degree of mentality can, in process of
time, have a pretty good chance of passing a written examination;
but the man who has not the professional spirit, the sense of right
and wrong, the appreciation of the fine distinctions which are
usually attributed to a gentleman—such a man can never pass an
oral examination conducted by men who understand the require
ments. There is no justification for complaint if a man who acts
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badly is barred from practice. The welfare of the profession calls
for the utmost selectivity in examination. When the examiners
do not even know the identity of the examinee, they can not be
expected to render as fair a decision as they should. The more
the matter is considered, the more the welfare of accountancy is
borne in mind, the more the surmountability of the difficulties
is recognized, the nearer we come to the conclusion that no
examination without an oral section can be complete. We
should welcome it in every state and in the Institute examina
tions.
One of the outcomes of the recent finan

Bargain Hunters Abroad
in the Landcial conditions is an almost universal

tendency to seek lower prices. If one
has to buy a pound of oatmeal or a railway system the same spirit
of bargain hunting prevails. This, of course, is natural enough,
but there is a danger concomitant. The old axiomatic theory
that one gets about what he pays for is borne out in the experience
of today. It is true that prices of nearly everything have been
reduced to a point at which there can be no profit, and many
articles of merchandise and other subjects of purchase and sale
are suffering in quality. The manufacturer of wheelbarrows is
not going to devote his utmost efforts to the production of the
best wheelbarrow in the world when he is compelled to sell his
product at a price which can not repay the cost of making. If he
be the most honest man he will construct a wheelbarrow that meets
the specifications in every way, but he will have no inducement to
introduce additional elements of strength in his wheelbarrows
when he can do so only at the cost of an increased loss. This is a
serious matter and has not been sufficiently considered. Finan
cial disaster affects not only the people who lose but it affects
everything that they do. The consequence is that we shall be
having, if we have not already, vast amounts of manufactured
goods which are not what they should be. We are buying things
cheaper than we have ever bought them before, but there is a
strong probability that the cheapness carries over into the quality
as well. This is a matter of broad economic doctrine and is not
the topic of the present discussion, but there is another aspect
of the bargain hunting which has an important bearing upon the
practice of all the professions, perhaps on accountancy more than
any other except engineering.
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An Illustration of the
Present Tendency

The matter can be best expressed by
illustration. The following is a para
graph from a letter received by a well

known accountant:
“Some of our directors have been scrutinizing the cost of audit and feel that
it has been rather high. We have quotations this year from several other
firms which are on a considerably lower basis. Of course, I do not know on
what they base their estimates or what their services would be, but I wonder
if it would not be possible to you to give us some sort of estimate as to what
the cost would be this year?”

We are not at the moment concerned with the moral obliquity of
the firms which are reported to have made offers. It may be
assumed that these are firms which are not recognized in the pro
fession, because it is inconceivable that any reputable firm would
submit quotations for an audit which was being done by a fellow
accountant. The point that is of present interest is the request
for a reduction of the cost of audit. In reply to the client’s letter
which has been quoted the accountant wrote in part as follows:
“Of course, at a time like this I can quite understand and sympathize with
the effort to reduce all expenses to the minimum. It is unfortunate, however,
that in these matters the cost of the work is apt to be regarded in comparison
with bids received. I do not need to argue that point with you, because I
feel sure that you would agree with me that bidding for professional work is
highly improper and against the interest of the clients themselves ... al
though they may not always realize it. I hesitate to mention a specific
amount for which this work can be done this year because even the same work
may vary under conditions which continually change. I have, however, gone
carefully over the records and I think it may be possible to reduce our charges
slightly without impairing the efficacy of the work. Some part of it, by mutual
agreement, may be eliminated, at least on the present occasion. You will
realize, of course, that this attempt to meet your wishes does not imply that
there has been any unreasonable charge in the past. We have made drastic
reductions in our overhead expenses including the salaries of everyone and we
are content, for the present, to conduct our practice without much regard to
profit. ”

The reply of the accountant in this case
is irreproachable. It is only reasonable
to expect that professional fees shall
follow to some extent the general trend of prices. Every fee
which is fairly computed is based largely upon the cost of rendered
services, and when salaries have been substantially reduced
it is, of course, proper that the fees reflect the saving thus ef
fected. Unfortunately, however, not all instances are so wisely
handled. Professional men of all sorts are suffering from a lack
of demand for their services and many of them have been driven
into a state of panic distress which is prompting them to altogether
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excessive reductions. The client who demands too much reduc
tion of cost for any professional service is liable to suffer for it, and
this without any imputation of neglect on the part of the practi
tioner. The man who has to undergo a major operation may tell
his physician that he will not engage nurses to take care of him
during his early convalescence. The physician may be powerless
to insist that the proper care be provided. No one suffers in this
case except the patient. In very much the same way the client of
the accountant or of the lawyer or of the engineer who, in order to
effect so-called savings, dispenses with necessary factors will be
the one who ultimately pays for that false economy. Account
ants’ fees have never been excessive, except in certain rare cases
when an individual accountant or a firm has lost sight of the ele
ments of justice and fair-play. For the most part there has been
a reasonableness more noticeable in the case of accountancy than
in any other profession. It is well known that some lawyers are
conscienceless when it comes to the matter of fees. Physicians
and surgeons have at times displayed an avarice that is con
temptible. But the instances of grasping by accountants are not
common. Now, when there is a general readjustment of prices,
the accountant who has been equitable should not be expected to
cut his fees as men in other professions, where there has been
excess in the past, are cutting them. This is a very important
question to the whole profession, but in a sense it is even more
important to the business community which depends more and
more every year upon adequacy in the supervision of its accounts.
So long as the reprehensible practice of
calling for bids for professional services
continues to prevail in any part of the
United States there can be no apology required for returning to the
attack against that most deplorable misconception of professional
functions. It is generally admitted by the optimists that of late
years there has been a decline in the number of advertisements
calling for bids for accounting, engineering and other kinds of
professional assistance; but the improvement is not sufficiently
rapid or comprehensive to give one complete freedom from anxiety
for the future. The engineers, as most people know, have taken
a very definite stand against bidding for work which is advertised.
In some cases the persons who have called for bids have not re
ceived a bid of any kind from a member of any reputable society.
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The effect of this refusal to be debased has been eminently salu
tary. It is understood that architects have been subjected at
times to the ignominy of competition for professional work, but
they, like the engineers, are standing together in opposition to
every effort which would break down the standard of their calling.
The lawyers have been longer in the field and they have quite
effectively put an end to anything like public bidding for profes
sional work. In private there may be competition between mem
bers of the legal profession that would not be admitted openly;
but, speaking generally, it may be said that the legal profession
has kept itself out of the competitive arena. The accountants,
however, are either less fortunate or less cooperative. Hardly a
week goes by without tidings of bidding for accounting work.
Every accountant knows that bidding is injurious to his own
standing and that every time a bid is made, just so much more
encouragement is given to the whole contemptible practice of
bidding. We are not at the moment speaking of private bidding.
That is so utterly undesirable that it must sooner or later defeat
its own purpose. If two accounting firms are asked to submit
bids for an audit, each one of them must know that whatever
price may be quoted and whatever result may attend an offering
of that kind, something of the professional element will have
been taken away. There are people so anxious to obtain
work in every profession that they will do most unfortunate
things in order to earn or at least to receive a few more dollars.
There is no argument in favor of this sort of thing and it will
doubtless be abandoned in the course of time. There is not so
much of it now as there was once.

What we are primarily concerned with
at present is the public bidding. The
matter can not be better exemplified
than by a letter which appeared in the Bulletin of the American
Institute of Accountants of November 15,1932. In this letter the
accountant presented to authorities of a state university an argu
ment which is utterly unanswerable. Instead of dealing wholly
with the broad, ethical principle of the fallacy of bidding, the
writer went to the trouble of analyzing a specific case. He
pointed out that he was informed that a contract had been made
with some accountant to audit the books of a university for a flat
sum of $750. It was alleged that the time required to com
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plete the audit would be at least forty-five days for two men.
The expense involved amounted to an actual outlay of the follow
ing amounts: travel, $225.28; hotel room and meals, two men, 45
days, $450.00; laundry, etc., $25.00—making a total of $700.28
for expenses. The audit fee of $750.00 left an amount of $49.72
for the pay of the men, or a sum of 55¼ cents a day for each man.
The cost of overhead was said to be $2.10 a man a day. The net
loss on the engagement for two men, excluding the salaries actu
ally paid, was $129.27. The pay of the men was $775.80, making
a total loss of more than $900 on an engagement for which the fee
was $750. This shows conclusively that, without allowing for
any profit whatever, the bid, if a bid were offered, should have
been something over $1650. If a reasonable profit were added, it
might safely be claimed that the fee should be $2000.

It would be difficult to imagine more
telling testimony to the undesirability
of the whole scheme of bidding than is
presented in the case from which we have quoted. There are
men and organizations not apparently able to understand the
principles, the very morality concerned in this matter. They say
that accounting is a work to be done, and therefore it is perfectly
legitimate to engage the person or firm whose fee will be the least.
Perhaps it is useless to attempt to impress upon such clients the
vague, intangible nature of ethics, but even where there is no
ability to recognize moral requirements there is usually a keen
sense of the eloquence of figures. If an accountant undertakes to
do for $750 something that will cost him more than twice that
sum, it is scarcely reasonable to expect that his work will be all
that it should be. When he finds himself losing he will be a little
more than human if he is not adversely affected by the certainty
of loss. Of course, he will feel an obligation to render the service
which he has contracted to render; but the man who will consent
to take “a job” at quoted prices which he must know, if he is
competent, will produce a loss, will probably not be the type of
man who will be very greatly influenced by obligation of contract
or morals. And the client who gains by the low price really loses
in the long run—and we must confess that no great grief afflicts
us at the thought of a loss to such a client. It is also impossible
to feel any great sympathy with the accountant who in the mad
rush to obtain something to do buys his way into trouble. If only
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accountants could be induced to take the same sort of attitude as
that adopted by the engineers, this sort of thing would not happen.

If an accountant were animated by a
spirit so kindly that he could deny a
client nothing that could be asked, he
would perhaps be induced to “certify” a host of things and
theories which were never mentioned in the text-books nor in
the college curriculum of his educational years. Hard times make
strange sophists of some of us and we may expand our sense of
propriety to the far horizon. An accountant might even write a
letter to a maker of, let us say, vacuum cleaners, testifying to the
attractive and exhaustive powers of the implement. He might
say something like this.

Compelling Times,
Fair Sirs

“The vacuum cleaner is not only good for the purposes advertised; it goes
further. I have been able to use it in many ways not contemplated in its
conception. It has effected a saving in our typing department, for example,
because no one ever looks now for the lost powder-puff or the errant lip-stick.
Every member of the staff knows that what is gone to the floor is gone beyond
reclaim—vanished into the insatiable maw of your noble device. I have pur
chased several machines. In time I hope that you will perfect a silent motor
and then I shall discard the waste baskets and install a vacuum gatherer at
every desk. I certify that this letter expresses my true sentiments.”

But of course no accountant ever wrote anything half so absurd.
Even in these days there is no member of the profession who
could be beguiled into that pitfall. No? Or the same hypo
thetical accountant might be driven by the kindly spirit tp make
attestation of matters ordinarily beyond his range of knowledge
or vision. He might possibly be so impressed by the excellence
of the lawn-mowers made by his client that he would run around
to all the sources of supply and might obtain information, which
he would believe, that the steel in the knives of the mower, the
iron of the wheels, the ball-bearings, even the red paint with
which the finished article was bedaubed alluringly—all these
were of the best quality. Then, having done so much, our kindly
spirit might spur the acquiescent accountant to report the results
of his findings in a form resembling a certificate. But, of course,
nothing of that kind could ever be done in these modern days
of keen perception and strict professional etiquette. No? But
there is a persistent little imp who calls out to us from the in
coming mail: “Then, what do you make of these?” and he
shows his proofs of testimonials about vacuum cleaners and
lawnmowers and with them the names of the certifiers.
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